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SUBJECT: TURKISH FINANCIAL SITUATION 

FOLLOWING FOR YOUR INFORMATION IS ARTICLE BY JOE ALEX 
MORRIS JR. OF LA TIMES DATELINED ANKARA ENTITLED "TURKEY'S 
LOAN SOURCES DRYING UP— LONG POLITICAL TURMOIL CAUSES 
FOREIGN BANKS TO CUT OFF FUNDS" WHICH APPEARED IN WASHINGTON 
POST JULY 30 ON BACK PAGE OF CLASSIFIED SECTION: 

1 . BEGIN TEXT. SMALL FOREIGN BANKS ARE BEGINNING TO CUT OFF 
THE FLOW OF FUNDS TO TURKEY FOLLOWING A NATIONAL ELECTION 
THAT HAS PROVIDED NO POLITICAL SOLUTION TO THE NATION'S 
WORSENING ECONOMIC CRISIS. 

2. TURKEY'S CENTRAL BANK REPORTED A REVERSAL OF THE MONEY 
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FLOW IN JUNE, CAUSING A DOLS 60 MILLION DEFICIT IN THE 
NATION'S CONVERTIBLE ACCOUNT, WHICH CONTAINS FUNDS THAT CAN 
BE EXCHANGED FOR FOREIGN CURRENCIES TO PAY FOR PURCHASES 
ABROAD. 

3. IN THE PREVIOUS FIVE MONTHS, THE CONVERTIBLE ACCOUNT HAD 
INCREASED BY DOLS 400 MILLION DESPITE TURKEY'S PROBLEMS WITH 
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ITS BALANCE OF PAYMENTS. 

4. BANKERS HERE SAID THE TURNAROUND WAS DUE TO NERVOUSNESS 
ON THE PART OF SMALL FOREIGN BANKERS, WHO ACCOUNT FOR ONE- 
THIRD OF THE DOLS 2.1 BILLION IN THE CONVERTIBLE TURKISH 

LIRA FUND. THE BIG AMERICAN BANKS, WHICH HOLD ABOUT DOLS 
1.5 BILLION OF THE TOTAL, ARE NOT PULLING OUT, SOURCES 
HERE SAID. 

5. SOARING OIL PRICES AND A POLICY OF FORCED INDUSTRIALI- 
ZATION HAVE WREAKED HAVOC WITH THE TURKISH BALANCE OF 
PAYMENTS. THE COUNTRY HAS LITERALLY RUN OUT OF FOREIGN 
EXCHANGE AND HAS NOW RUN OUT OF EMERGENCY MEASURES TO MAKE 
UP THE BALANCE OF PAYMENTS DEFICIT, WHICH WILL TOTAL DOLS 

3 BILLION OR MORE THIS YEAR. 

6. U.S. BANKERS REFUSED TO GRANT A STANDBY CREDIT WHEN THE 
TURKS APPROACHED THEM THIS SPRING AND EUROPEAN BANKERS 
SUGGESTED THAT ANKARA TRY TO EXTEND SOME OF ITS SHORT TERM 
OBLIGATIONS. THIS HAS BEEN TRIED BUT WITH ONLY MODEST 
SUCCESS. 

7. EVERYONE IS WAITING FOR THE INTERNATIONAL MONETARY FUND 
TO STEP IN AND FORCE TURKEY TO PUT ITS FISCAL HOUSE IN 
ORDER. 
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8. SULEIMAN DEMIREL, THE NEW PRIME MINISTER, IS TRYING TO 
WORK OUT AN ECONOMIC PROGRAM, BUT HE IS CAUGHT BETWEEN THE 
IMF AND NECMETTIN ERBAKAN, HEAD OF THE ISLAMIC NATIONAL 
SALVATION PARTY AND A KEY ELEMENT IN DEMIREL’S COALITION 
GOVERNMENT. IT WAS ERBAKAN WHO FORCED THROUGH THE IN- 
DUSTRIALIZATION POLICIES THAT HELPED TO BRING DOWN THE LAST 
GOVERNMENT. NOW THEY ARE PARTNERS AGAIN IN A NEW RIGHT- 
WING COALITION. 

9. TURKEY'S TOTAL DEBT, ACCORDING TO THE CENTRAL BANK, IS 
NOW DOLS 8.1 BILLION, INCLUDING DOLS 3.2 BILLION IN SHORT- 
TERM LOANS. IN ADDITION TO THIS, DEMANDS FROM PRIVATE 
INDUSTRY FOR FOREIGN EXCHANGE NOW AMOUNT TO DOLS 1.5 
BILLION, WITH ANOTHER DOLS 500 MILLION NEEDED BY STATE 
INDUSTRIES. 

10. THIS IS MONEY FOR IMPORTED RAW MATERIALS TO KEEP PLANTS 
GOING. THERE HAS BEEN A TOTAL FREEZE ON FOREIGN EXCHANGE 
TRANSFERS SINCE MARCH 1, EXCEPT FOR MILITARY EQUIPMENT, 

DEBT REPAYMENTS AND A FEW VITAL NECESSITIES. 

1 1 . INDUSTRY IS WORKING FROM EXISTING STOCKPILES, AND 
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ALREADY SOME OPERATIONS HAVE REPORTED SLOWDOWNS. WITHIN 
THE NEXT FEW MONTHS. MUCH OF TURKEY S INDUSTRY IS EXPECTED 
TO RUN OUT OF RAW MATERIALS IF THERE IS NO CHANGE IN THE 

SITUATION. 

12. THE SITUATION RESEMBLES THE CRISIS OF 1958, WHEN 
TURKEY BECAME INSOLVENT AND WAS FORCED TO DECLARE A 
MORATORIUM ON PAYMENTS TO ITS CREDITORS. THAT TIME, THE 
IMF FORCED ANKARA INTO A DRASTIC DEVALUATION, AND THE 
TURKISH LIRA WENT FROM 2.8 TO 9 TO THE DOLLAR. IT IS NOW 

17 TO THE DOLLAR. 

13. AMONG TURKEY'S MAJOR CREDITORS ARE NEW YORK'S CITICORP 
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AND A CONSORTIUM LED BY WELLS FARGO OF SAN FRANCISCO WHICH 
HAS BEEN FINANCING SOME OF TURKEY S IMPORTS COSTS ON A 
ROLLOVER BASIS PROVIDING NEW CREDIT ONLY AS PREVIOUS CREDIT 
IS REPAID. OTHER AMERICAN BANKS INVOLVED HERE INCLUDED 
CHASE, IRVING TRUST AND MORGAN GUARANTY. 

14. "THE BIG DANGER IS THAT THE BANKS WILL GET SCARED 
AND PULL OUT," A FOREIGN ECONOMIST HERE SAID. 

15. IF THE TURKS WERE FORCED TO DECLARE INSOLVENCY, IT 
WOULD GIVE THE BIG AMERICAN BANKS "A SEVERE CASE OF IN- 
DIGESTION," THE ECONOMIST SAID. 

16. THE POLITICAL SITUATION MAKES ANY SOLUTION OF THE 
CRISIS UNLIKELY. 

17. "ANY GOVERNMENT WITH ERBAKAN WILL HAVE AN EXTREMELY 
DIFFICULT TIME SOLVING THE FOREIGN CREDITS PROBLEM," SAID 
BESIM USTUNEL, MINISTER OF FINANCE IN THE INTERIM GOVERN- 
MENT. "IT LOOKS IMPOSSIBLE." 

18. TURKEY'S PROBLEMS GO DEEPER THAN PARTY POLITICS. HOW- 
EVER. WITH A HIGH BIRTH RATE AND 14 PER CENT UNEMPLOYMENT, 
ALL THE POLITICAL PARTIES ARECOMMITTED TO RAPID INDUSTRIAL- 
IZATION AND A HIGH GROWTH RATE, ABOUT 7 PER CENT A YEAR. 

THAT MEANS MORE AND MORE IMPORTED MATERIALS WILL BE NEEDED 
END TEXT. CHRISTOPHER 
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